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SUBJECT: BRAZIL'S REQUEST FOR HIGHLY ENRICHED URANIUM (HEU) 

AND CURRENT INVOLUNTARY BANKRUPTCY PROCEEDINGS AGAINST USNC 

REE: STATE 152144 

1. AT EMBASSY REQUEST, RIO CONGEN OEFICER MET WITH CNEN PRESIDENT, 
HERVASIO 

GUIMARAES DE CARVALHO, AFTERNOON JULY 1, 1977, TO PASS 
RECOMMENDATIONS AND INFORMATION REGARDING USNC CONTAINED 
REETEL. CARVALHO EXPRESSED CONCERN OVER BANKRUPTCY PROCEEDINGS 
AGAINST USNC, IN PARTICULAR SITUATION REGARDING US$148,1 17.50 
WHICH CNEN HAS "IN TRUST" AT PARK NATIONAL BANK IN TENNESSEE. 
CARVALHO, HOWEVER, SAID CNEN WAS MUCH MORE CONCERNED WITH 
FUEL ELEMENTS FOR IEAR-1 RESEARCH REACTOR IN SAO PAULO. HE 
SAID MONEY WAS SECONDARY IN THIS CASE AND EMPHASIZED HIS 
DESIRE TO PRIVENT SHUT-DOWN OF IEAR-1 DUE TO POSSIBLE FUEL 
ELEMENT DELAY. 

2. CARVALHO TOLD CONGEN OFFICER HE HAD SPOKEN WITH MR L. MANNING 
MUNTZING (FORMERLY WITH AEC AND SPEAKER AT RECENT IAEA-SPONSORED 
WORKSHOP ON NUCLEAR LAW HELD IN RIO FROM JUNE 27 THROUGH JULY 1 
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- SEE SEPTEL) REGARDING USNC - U S NUCLEAR CORPORATION. 

ACCORDING TO CARVALHO, MUNTZING HAD EXPLAINED THAT BANKRPUTCY 
PROCEEDINGS AGAINST USNC HAD BEEN THE RESULT OF A PETITION 
BY ERDA. ADDITIONALLY, USNC WAS INITIATING A SUIT AGAINST 
ERDA FOR "BREAKING" A LARGE CONTRACT WITH USNC AND TRANSFERRING 
IT TO A TEXAS INSTRUMENTS SUBSIDIARY. IT WAS CARVALHO'S UNDER- 
STANDING EROM MUNTZING THAT THE CONTRACT TRANSFER WAS THE 
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REASON FOR USNC'S FINANCIAL SITUATION, AND THE ENSUING INVOLUN- 
TARY BANKRUPTCY PROCEEDINGS. 

3. IT WAS ALSO CARVALHO'S UNDERSTANDING THAT USNC WAS ONLY 
ONE OE EIGHT COMPANIES WHICH HAVE OR ARE IN THE PROCESS OE GOING 
BANKRUPT. HE CLAIMED THERE WAS PRESENTLY NO COMPANY IN THE 
UNITED STATES WHICH COULD EABRICATE THE PARTICULAR TYPE OE 
HEU EUEL ELEMENTS EOR THE lEAR-I REACTOR. CARVALHO ENDED THE 
MEETING WITH A STRONG EXPRESSION OE HOPE THAT THE PROBLEMS 
WITH USNC AND THE QUESTION OE EUEL ELEMENTS COULD BE RESOLVED 
IN THE VERY NEAR EUTURE. 

JOHNSON 
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